By CHARLES A. WAITE and JOSEPH C. WAKEFIELD

Federal Budget Revisions
for Fiseal Years 1980 and 1981

RE‘FISED estimntes of Fedaral unifiad
budget reesipts nnd owtlays for fiscol
years 1980 and 1981 wera released
March 31 by the Office of Mansgement
and Budget. The revised estimotes re-
flect: (1) budpet reductions and tax
meqsures proposed na part of the ad-
ministtation's anti-inflation program
oonounced in mid-March (ses the

March Sunvey oF CurrEntT BusinEss
for other aspests of the program); (2)
resstimntes of receipts and outlnys
based on ravised economic assumptions
ond more recent data: snd (3) poliey
chapges enactad by Congress or pro-
posed hy the admioiztration since the
January budpet.

Table 1. —Econamin Assumptions Underlying ithe Fiscal Yeor 141 Bodget Revisione
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Orn the basiz of the ravisad sconsmic
assamptions, the sutlook for inflation
hes worsened significantly since the
January budget was prepered (table 1).
The Consumer Price Index (CPI} is now
forecosi to increase 12.8 percent from
the fourth quarter ot 1979 o the fourth
guarter of 1980, eompared with 10.7
percent praviously. Much of the in-
erense is concentrated in the first hall of
the year. Dhring 1881, the CPI is fore-
cist to incrense 9 percent, compored
with 8.7 percent previously. Interest
rotes have heen revised upward in line
with tha higher inflation. The administrn-
tion continues to forecest o recession for
1980, but it is now expected later in the
yeor. Consequently, the unemployment
rate peaks loter than in the previous
forecast. Under both forecuats, the
economy recovers moderntely in 1081,
and by the end of colendar 1981, the
jevel of unemployment ond real GNP
are about the same 0s forscast in
JELUALY.

For fiseal year 1980, & $3d.5 billicn
deficit is estimated, compared with
%39.8 billion in Jonuary (iable 2).
Receipts ore 58.6 billion higher, Jargely
reflecting higher rotes of economic
activity and inflation, as well as the
imposition of a $4.62 per barrel gas-
oline tonservation fee” on imported
oil effective March 15. Partly oifsetting
these factors is & lower estimats of the
windfal profits tex, which was effective
March 1; tha budeet had assumed o
January 1 effective date and slightly
diffevent provisions from the lnw en-
acted by Congress in March. Outlays
are $5.4 billion higher; $4 billion of
this increase is for defense, snd reflects
higher than anticipated fuel and trans-
porietion costs snd prices of other
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purcheses, iaster than zoticipeted
gpending woder contraets let earlier,
and increased operations in the Persinn
Galf. Planned reductions under the
anti-inflation program (324 Billion)
snd lower net interest due te the lowey
deficit ($0.2 billion) pactly ofiset $4
billiocn of higher nondefense spending
for progreme such vs farm price sup-
ports, highwsy gronts, end lending
activities,

For fiecal yenr 1981, o surplus of
$16.5 billion is estimeted, compared
with o deficit of $15.8 billion in January.
Racaipta ora $28 hillion higher; $16.4
killion & due to tox chroges and $11.6
billien iz due to revieed sconomin as-
sumptions. Among the tax changes ere
proposals to replace the oil impert tes
with o new tax on gaseline ond diesel
fuzl effective October 1, 1580 (312.8
billion) and io withhold taxes on inker-
est ond dividends effective Jamunry 1,
1981 ($3.4 billion). ANl other tax changes
(net), including new astirontes of the
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windiall profits tox, add $0.4 billion.
Outlays are $4.3 billion lower; planned
reductions under the anti-inflation pro-
grom ($15 billion) and lowsr net inter-
ezt mainly due to the shift from deficit
to purplus ($2,2 bilkion) more than offzet
increnses due to resstimates. The plan-
ned reductions are due to deferral or
reduction of new initiatives in the
Januory budget, such as for emergy,
anti-recession fiscal assiatonce, and wel-
fare reformn; o propoesed shalt from semi-
apnusl o eopusl indexing in Federal
retirement programs; and n variety of
ather changes such as elimination of the
Stete shore of general revenue sharing,
delays in purchuses for the strategic
peiroleum program, aod redvctions in
smployment, health, edueation, and
defensp programs. The upward reasti-
maie for defense outlays ($5.7 billion)
is due to the same Tactors cited for 1080,
and thnt for nondefenss outlays ($7.3
billicn} is largely due to higher cost-of-
living ndjustments for social security

Talle 2—Faderal Government Revolpis and Expenditures
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and certsin other antitlement programs
ond increasse in net interest becavse of
higher intereat rotes.

Revised NIPA pstimiates

BEA has preparsd sstimaies of the
Federal sector on the notionsl incoms
and product accounting (NIPA) basis
consigtent with the ravigsed unified
budget outloys (table 2). On this bazis,
fiecal year 1980 receipis are 312.7 bil-
lion higher then estimated in January,
expenditures are $3.8 billion higher, and
the defisit is $8.9 billion lower. All caie.
gories of receipts are revized upward,
largely reflecting higher incomes. The
upward revision in indirect buginess tax
and nonfax nccruals also reflects the
gazoline conservation fee. Ameny ex-
penditures, there wers upward revisions
in netional defense purcheses, gramta-
in-nid to State nnd local governraents,
and net interest poid. The epward
revigivn in notional defense purchaszes
reflects the same footors eited for de-
fensa outlays. The upward revision in
grante-in-eid refleets higher spending
for highways, sewape treatment plunts,
pnd community development, and wos
partly offset by lower spending for
public service jobs, welfare reform
demonsirations, and energy assistnnea,
The upwird revision in aet interest
paid is the net result of higher intarest
rates ond semewhat reduced borrawing.
Thess ravieions were partly offset by
downward revisions in nondefense pur-
chases (higher aples of patrolevm from
the naval petroleum veserves, lower
purchnges for the strategic petroleum
reserve, and reductions in a host of
ather programs) and transfer poyments
to persens (fower unemploymeant bene-
fite reflscting a2 lower level of
unemployment).

For fisend year 1981, recoipts are
$28.4 billion hipher than estimoted in
Jonuary, expenditives are $5 biilion
lower, nid the fisenl position is revised
from n deficit of $18.§¢ billion to n
sarplus of %147 billion. The upward
Tevision in vessipts results {rom $16.9
billion due te tax chepges and 211.5
billion due to revised economit nsgump-
tions. Al receipt categories are revised
up. The proposed gosoline and diesel
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fuels tax accounts for $12.8 billion of
the tax chenges, and proposed with-
holding on intercet amd dividenda
accounts for $3.4 hilion. The down-
ward revision in expenditures is the
net result of $11.5 hillion due to higher
axpenditures from reestimates nhd $16.5
billion due te reductions aspociated
with the onti-inflation program. The
lorpest reestimates gccur in national
defense purchoeses {higher fuel zoata),
in net interest paid (higher intersst
rates), and in trensfer payments to
persons (higher cost-ofdiving adjwst-
ments for soecial security and other
indexed progrnms). The only major
downward reestimate is in subsidies less
curtent surplus of government enters
prises (lower government paymwnts to
farmers). Tha larpest reductions acenr
in gronts-m-nid and nendefense pur-
chases. Gronts are raduced for genersl
revenue sharing, shti-recession fiaeal
ngsistance, energy progrems, public
garvice jobs, health services, and a hast
of other proprams. Keductions in non-
defenge purcheses include the deferral
of start-up costa for wellare reform, the
postponement of strotegic petrolenm
reserve purcheses, and lower spending
for NASA and veterons programs. Net
intarest iz nlso reduced (the shifi to
surplus in 1981} o8 are trensfer pey-
ments to personz {a shift from semi~
nanual to snnusl indexing in Federal
militery and civilinn retirement pro-
EVAIDS).

BEA #lso hes revised the quorterly
pattern of receipts sand expenditures on
the NIPA basis {table 3) ond the
reconsilintion of fiscal yeur totals with
the unified budget {table 4 and teble 5).
NIPA eatimates based on the January
budget are discussed in detodd in the
Februory Survey.
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